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November 14, 2002 
Sumitomo Metal Industries, Limited. 

 
Medium-Term Business Plan (Fiscal Years 2003 – 2006) 

On the basis of the Revolution & Rebirth plan formulated in April last year, we have worked 
hard to strengthen our corporate structure and improve earnings through a variety of 
measures, including cutting fixed costs by transferring employees and lowering the amount of 
borrowings outstanding by reducing assets.  We expect to meet our initial targets of 
consolidated recurring profit of ¥40 billion and consolidated net income of ¥15 billion, and 
non-consolidated recurring profit of ¥23 billion and non-consolidated net income of ¥10 
billion, for the current fiscal year.  Subject to our generating distributable profits sufficient to 
pay a dividend, we expect to resume dividend payments in Fiscal Year 2003.   

We also expect to be able to cut the balance of consolidated borrowings to around ¥1,460 
billion as of the end of the current fiscal year, better than our initial target. 

In order to further strengthen our management system, we developed this Medium-Term 
Business Plan (Fiscal Years 2003 - 2006) with the aim of establishing a solid business 
foundation by striving to raise the efficiency of our steel business and substantially improve 
our financial position. 

I. Objectives of Medium-Term Business Plan 

Worldwide demand for steel is expected to increase steadily in the future, particularly in 
China and other Asian countries.  However, domestic steel demand is expected to diminish 
gradually over the medium to long-term as Japanese steel consumers shift production 
overseas. 

Our business environment is changing rapidly as a result of global consolidation and 
reorganizations in steel consuming industries, consolidation among iron ore suppliers and so 
on. 

Given this demand outlook and changing environment, we recognize the need to enhance 
product competitiveness, excel in customer satisfaction, and strengthen the foundation on 
which to build a highly profitable business. 

To this end, the Medium-Term Business Plan aims to achieve the following targets: 

 
(1) Restructure the steel business and enhance its competitiveness 
(2) Strengthen our financial position (on a consolidated basis) 

y Consolidated borrowings: ¥1 trillion or below 
y ROA: 5% or higher 
y Equity ratio: 20% or higher 
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With respect to each business area, we have already begun to generate stable revenue from 
our railway, automobile, and machinery parts businesses as well as our pipe and tube 
business.   

As a part of the Medium-Term Business Plan, we intend to integrate our steel sheet and plate 
manufacturing facilities and create an organization capable of achieving world’s best cost 
competitiveness. 

Through these measures, we expect our steel business to be a business organization capable 
of generating high cash flow. 

By concentrating group-wide resources into the steel business, we expect to improve asset 
efficiency and significantly reduce consolidated borrowings.  Moreover, we aim to improve 
our financial position by increasing equity capital in the near-term. 

II. Specific Measures 

1. Restructure the steel business with the aim of enhancing its competitiveness 

 

1) Seek to establish a world-class steel sheet business by setting up an efficient production 
system through the concentration of mass- produced steel sheets at Kashima Steel Works 
and having Wakayama Steel Works specialize in high-end steel sheets. 

A. Plan to shut down the hot rolling mill and tandem cold rolling mill at Wakayama Steel 
Works at end-FY05 and concentrate mass production of steel sheets at Kashima Steel 
Works. With respect to hot rolled steel sheets, as Kashima Steel Works is unable to 
absorb the entire production load, we plan to contract Nippon Steel Corporation and Kobe 
Steel, Ltd. to supply substrates. 

B. Seek to establish a highly-competitive position by establishing a fully integrated 
production system from upstream processes to finishing at Kashima Steel Works when 
bringing the new No. 1 blast furnace on line in mid-FY05. 

C. Wakayama Steel Works will continue to manufacture high-end steel sheets using reverse 
cold rolling mill, continuous galvanizing lines, and electrical steel production lines. 

2) Wakayama Steel Works to operate at full capacity for upstream processes 

D. Operate Wakayama Steel Works at full capacity for upstream processes through a long-
term stable supply of slabs to China Steel Corporation (CSC) (increase from approx. 
600,000 tons per year in the current slab supply to 1.8 million tons per year). 
For this purpose, start negotiations with China Steel Corporation (CSC) to make upstream 
processing a joint venture.   

 

Completed restructuring of Wakayama Steel Works 
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3) Integration of stainless steel business 

E. We plan to jointly establish a new company with Nippon Steel Corporation to merge the 
two companies’ stainless steel operations (target date:  October 2003). 

4) We plan to engage in cooperative efforts with neighboring steel works of Nippon Steel 
Corporation in distribution and raw materials/machinery procurement 

5) We plan to engage in cooperative efforts with Kobe Steel, Ltd. in distribution and raw 
materials/machinery procurement in the titanium business  

 

 

 

Reciprocal investment with Nippon Steel and Kobe Steel 

F. Mutual investment with Nippon Steel (approximately ¥5 billion) and Kobe Steel 
(approximately ¥3 billion) with a view to further strengthen our competitiveness in the 
global market while retaining independent sales and R&D activities. 

G. Set up Three Company Tie-Up Study Committee among the three companies in order to 
increase the efficiency of each participant’s business. 

2. Reinforce financial structure 

 

1) Reduce consolidated borrowings to ¥1 trillion or less 

H. Concentrate management resources in the steel business (significantly narrow the focus of 
group business) 

I. Sell off non-productive assets (real estate, marketable securities, etc.) 

Through these measures, we aim to reduce consolidated borrowings by ¥660 billion 
from ¥1648.7 billion at end- FY02, and eventually  

 

to ¥1 trillion or less by end-FY06. 

 

2) Improve equity ratio 

J. Ensure cashflow revenue.  Target ROA:  5% or higher  
K. Reduce assets 
L. Improve our financial position in the near-term (plan to raise capital by around ¥50 billion 

through private placement) 
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Through these measures, we aim to increase equity ratio by approximately 11% from 
11.3% at end-FY02, and  

to around 22% by end-FY06. 

 

III. Financial Targets of Medium-Term Business Plan 

(Consolidated) 

(100 million yen) 

  
FY2006 

  
FY2005 

 (Reference) 
FY2002 

Sales 
Operating profit 
ROA 
Recurring profit 

10,000
940
5%
700

   13,496
400

1.5%
7

Total assets 18,500    24,334
 Balance of debt 

Equity 
9,900
4,150

 10,900 
3,750 

 16,487
2,744

Equity ratio 
D/E ratio 

22%
2.4 times

 20% 
3 times or less 

 11.3%
6 times

 

 Based on the forecast: 
Nationwide crude steel production: 95 million ton 
115 yen/dollar 

 

(Non-consolidated) 

(100 million yen) 

  
FY2006 

  
FY2005 

 (Reference) 
FY2002 

Sales 
Operating profit 
ROA 
Recurring profit 

6,200
700

5.1%
500

   7,728
324

1.8%
10

Total assets 13,500    16,802
 Balance of debt 

Equity 
6,900
4,320

 7,600 
4,100 

 11,233
3,153

Equity ratio 
D/E ratio 

32%
1.6 times

 29% 
2 times or less 

 18.8%
3.6 times
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IV. Conclusion 

On the basis of the Medium-Term Business Plan, we will make every effort to establish an 
efficient steel business and strengthen our financial position.   

Moreover, along with our efforts to reinforce our business foundation, we will make efforts to 
meet the increasing demands of the energy and automobile production sectors, both of which 
are expected to continue to increase globally.  Such efforts will include active promotion of 
global business development and technology alliances.  Also, with respect to Japan, we will 
launch an IPP (Independent Power Producer) business in fiscal year 2008.  Through these 
efforts, we aim to ensure our earning power and the further growth of the Sumitomo Metals 
Group.   

We believe that these measures will help us respond to a rapidly changing business 
environment and develop a corporate structure that can ensure stable high profits.  Through 
such corporate structure, we will endeavor to satisfy our shareholders, customers, suppliers, 
local community, employees, and other stakeholders. 

 

For inquiries regarding this release, please contact Public Relations Group (03-4416-6115), 
Sumitomo Metal Industries, Ltd. 
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Forward-Looking Statements 

This press release contains certain forward-looking statements.  The company has tried, 
whenever possible, to identify these forward-looking statements using words such as 
“anticipated,” “believes,” “estimates,” “expects,” “plans,” “intends” and similar expressions.  
Similarly, statements herein that describe the company’s business strategy, outlook, 
objectives, plans, intentions or goals are also forward-looking statements.  Such 
forward-looking statements involve known and unknown risks, uncertainties and other 
factors which could cause the company’s actual results, performance or achievements to 
differ materially from those expressed in, or implied by, such statements.  These risks and 
uncertainties may include, but are not limited to:  the company’s ability to successfully 
implement its strategies to restructure the steel business and reinforce its financial structure; 
the effects of and changes in Japanese and worldwide general economic conditions and in the 
steel industry in particular, including the severity of any economic slowdown, technological 
and other changes affecting the manufacture of and demand for Sumitomo Metal Industries 
Group’s products, changes in Japanese or other countries’ laws and regulations, including 
with regard to taxation and other risks and uncertainties set forth in subsequent press releases 
and in Sumitomo Metal Industries Group’s public filings.  These statements reflect the 
company’s current beliefs and are based upon information currently available to it.  Be 
advised that developments subsequent to this release are likely to cause these statements to 
become outdated with the passage of time.  The company disclaims any intent or obligation 
to update these forward-looking statements. 


